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WEDNESDAY, JANUARY 28, 1953 


Unitrep STATES SENATE, 
COMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, D. C. 

The committee met at 10 a. m., in room G-16, Capitol, Senator 
Charles W. Tobey (chairman) presiding. 

Present: Senators Tobey, Capehart, Bricker, Butler of Maryland, 
Cooper, Griswold, and Potter. 

The CHatrman. It is 10 o’clock. The committee is in session. 

Isaw Mr. Ferguson on a way over. He hasa high regard for you, 
Mr. Potter. We will have his statement now. 


STATEMENT OF HON. HOMER FERGUSON, A UNITED STATES 
SENATOR IN CONGRESS FROM THE STATE OF MICHIGAN 


Senator Fereuson. Mr. Chairman and members of the committee, 
I am pleased this morning to be able to come before you and speak in 
behalf of Stephen Dunn, who has been named General Counsel for 
the Department of Commerce. 

I have known Mr. Dunn for a considerable time; I am acquainted 
with those who practice law with him in the city of Grand Rapids, 
Mich. He isa distinguished lawyer and a great citizen of the State of 
Michigan. I am sure that he will bring to the Government a legal 
capacity that will aid in carrying out the functions of the Commerce 
Department. 

Mr. Dunn’s moral character is the highest; he has great loyalty to 
the institutions of America. 

I am sure that your committee can wholeheartedly vote for his con- 
firmation. I shall vote for it on the floor and I urge his recommenda- 
tion from your committee. 

Senator Porrer. Mr. Chairman, it is my great pleasure today to pre- 
sent to you the nominee for General Counsel for the Department of 
Commerce, Mr. Stephen Dunn of Grand Rapids; a noted attorney 
from that city; a man who is not only highly regarded in the legal 
profession, but a man who is a citizen of high standard; a man who 
the people of Grand Rapids and people that have had the opportunity 
of working with him and knowing him testify to his high sense of 
moral standards, his integrity, and his character. 

It is my pleasure, Mr. Chairman, to present to you Mr. Stephen 
Dunn of Grand Rapids. 

The Cramman. Mr. Potter, I will ask you, when the nomination 
is reported favorably, if vou will report it to the Senate. 
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Phe CHatrMAn. Are there any questions to ask of Mr. Dunn by the 
¢ If o, proceed 
STATEMENT OF STEPHEN F. DUNN, GENERAL COUNSEL-DESIGNATE, 
DEPARTMENT OF COMMERCE 


Mr. Dunn. I believe, Mr. Chairman and Senators, the story which 
you have is accur: 


tein all re spects. It qaoes state | was born in scran 
ton, Pa. Actually, I was born on a farm about 10 miles ouside, but 


moved to Scranton at the age of 7, graduating from Central High 
School there: then from Cornell University at Ithaca, N. Y., and then 
from the Law School at the University of Mi higan in 1933. 

I did practice with a law firm in Chicago for a few months afte1 
eraduation, before moving to Mic hig in. where | was engaged by the 
late Julius Ambe rg oft the firm of Butterfield, Keeney & Amberg. as 
a law clerk in that firm, or legal associate in that firm. 


11 ined with Butterfield, Keeney & Amberg until 1939, at which 
time, through Mr. Amberg’s recommendation, I was appointed as 
{f counsel to the Furniture Manufacturers’ Association of Grand 
Rapids, ind F ter to the Kmployers’ Association, a related trade group. 
I remained with them, after service on some Government agencies— 
I also served as general manager in that office—until 1946, when I 
joined the legal firm of McCobb, Heaney & Dunn, of Grand Rapids. 
Che CuatRMAn. The fact that you were born on a farm, sir 


, 18 gen- 
el lly considered to be a political asset. 

Mr. Dunn. Thank you. I have no political ambitions other than 
LO be au og «I general counsel in the Commerce Department, but I 
appreciate those words. 


| CHAIRMAN, You ure under a food man in t} e Commerce De 


NOMINATIONS OF STEPHEN F. DUNN AND CRAIG R. SHEAFFER oO 


Mr. Dunn. Yes, sir; I certainly think so. I would like to state for 
the record that I have had excellent help in briefing by the retiring 
general counsel, Mr. C. Dickerman Williams, who is here this morn 
ing. He has been fine about showing me about the office and telling 
me about any forthcoming duties. 

The CHatrmMan. I am glad to hear that. 

Mr. Bricker, do you have any questions of Mr. Dunn ? 

Senator Bricker. No. 

The CuatrMan. If not, we thank you for appearing before us be 
fore we go into execullve session. Don’t be too apprehensive. 

(Whereupon, at 10:10 a. m., the committee went into executive 


session. ) 
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FRIDAY, FEBRUARY 6, 1953 


Unirep STATES SENATE, 
CoMMITTEE ON INTERSTATE AND FOREIGN COMMERCE, 
Washington, dD. Cr 

The committee met at 10 a.m. in room G-—16, Capitol, Senator Charles 
W. Tobey (chairman) presiding. 

Present: Senators Tobey, Schoeppel, Griswold, Cooper, Magnu- 
son, Hunt, Pastore, and Momroney. 

The Cuatrrman. Mr. Sheaffer, will you take this chair, please? 
Gentlemen, this is Mr. Sheatfer, who has been nominated as <As- 
sistant Secretary of Commerce for Domestic Affairs. I will ask 
you kindly to give the clerk your full name. 


STATEMENT OF CRAIG R. SHEAFFER, ASSISTANT SECRETARY OF 
COMMERCE-DESIGNATE 


Mr. Suearrer. Craig R. Sheatfer, S-h-e-a-f-f-e-r. 

The CrrarrmMan. Mr. Shaeffer, you make pens, do you not! 

Mr. Suearrer. | have. 

The CuarirnMAN. Ball point and otherwise / 

Mr. SHEAFFER. Yes, sir. 

The Cuarrman. Are they good pens ? 

Mr. Suearrer. Yes, sir. 

The Cuairnman. We are glad to meet you. I would like to ask 
you two or three questions. Before I do that, we will insert in the 
record at this point your biographical sketch. 

(‘The material referred to is as follows:) 

Craig R. Sheaffer, a legal resident of Iowa, was born in Bloomfield, Lowa, 
on December 25, 1897. He attended the University of Wisconsin and Dart 
mouth College. Mr. Sheaffer is married and has four children 

Upon completion of his formal education, Mr. Sheaffer entered the employ of 
the W. A. Sheaffer Pen Co., of Fort Madison, Towa, which was founded by his 
father in 1912. Since that time he has held various responsible positions with 
this company and was elevated to the position of president in 1938. Mr. Sheaf 
fer is also director of the Keokuk Electro-Metals Co., of Keokuk, Iowa, and the 
Northwestern Bell Telephone Co., of Omaha, Neb 

Mr. Sheaffer is a member of the board of trustees of Iowa Wesleyan College 
the Midwest Research Institute, the School of Religion of the University of 
Iowa, and the laymen’s and business and finance committee of the National 
Council of Churches. He has also been active in civie affairs in Fort Madison, 
Towa, engaging in Boy Scout activities, hospital work, ete. 

The CnatrmMan. You are very highly commended by Senator Hick 
enlooper, whose letter is before us, which will be inserted in the record 
at this point. 


29508 
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[he letter referred to is as follows :) 
UNI » STATES SENATE, 
February 4, 1953. 
Re: Nomination of Craig R. Sheaffer to be Assistant Secretary of Commerce 


Lion. CHARLES W. ‘LOBEY 


Chairman, Nenate Committee on Interstate and Foreign Commerce, 
Senate Office Building, Washington, D.C 

DrEAR SENATOR TOBE’ fhe nomination by the President of Mr. Craig KR 
Sheaffer to be Assistant Secretary of Commerce has been referred to your 
ominittec I understand that you will hold hearings on this nomination on 
rida February 6, 1955 Unforti tely, l iL be in vy home State of lowa 
on that day. filling some commitments which are unavoidable However, I 
hall appreciate it i this letter can be presented to the committee and imcorpor 
ited it record of this hearing. 

I have known Mr. Sheaffer well for a great many yeurs He is one of the 
most respected and outstanding citizens f our State As head of the Sheatle r 
Pen Co., of Fort Madison, Iowa, he has ilt a most enviable record as one of 

top executives in the United States He and his company rendered most 
lua ‘le service to oun Government during World War Il, when they converted 


their operations to war production, and virtually abandoned their primary busi 
ness, in the national interest May Tsay also that he and his company pioneered 
na number of fields of drastic cost reduction and methods of manufacture in 
the production of materials, hich they supplied to the Armed Forces: they made 
repeated voluntary refunds to the Government as rapidly as more efficient 
methods of production were put into effect I think his record along that line 
is most enviable and his patriotic service was outstanding 

Mr. Sheaffer bears the highest reputation for integrity and_ intelligent 
administrative judgment, not only in his home community, but throughout the 
State of Iowa, and in all of the business circles of the Nation, in which he or 
his company have any association He also has a sustantial knowledge of many 
of the ramifications of international trade, as well as the domestic economy 

I want to give you and your committee my highest recommendation for the 
confirmation of Mr. Sheaffer and say that, in my judgment, our country is for 
tunate in securing his services in this public capacity in a field in which he is 
eminently qualified to serve 

Yours sincerely, 
sSOURKE B. HicKENLOOPER 


The Cuatrman. We also have a letter from Senator Gillette. This 
letter will be inserted in the record at this point. 

(The letter referred to is as follows:) 

UNITED STATES SENATE, 
February 5, 1958. 
Senator CHARLES W. TOoREY, 
Chairman, Interstate and Foreign Commerce Committee. 
Senate Office Building, Washington, D. C. 
My Dear CHAIRMAN: This letter is to express my interest in Mr. Craig Sheaffer, 


Whose nomination as Assistant Secretary of Commerce has been sent to the 
Senate 


I know Mr. Sheaffer personally, and IT am well acquainted with his experience, 
abitity, loyalty, and worthiness. I urge your committee to report his nomination 
for confirmation, 


Respectfully submitted. 
Guy M. GILLerrr. 

The Cuatmman. T want to ask you about this $25,000 tax limita- 
tion that vou heve heen speaking for and are in favor of. What do 
you say about it? What do you say about that thesis of yours? Some 
of us raise our evebrows about it. , 

Mr. Surarrer. Well, Senator Tobey, I, of course. have been a 
director of that organization for some years. I would be perfectly 
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willing to do as you desire. I hate to start out my time in Washington 
on a subject that is bound to be controversial. 

The Crareman. I raise the question because of your tax theory. 
Some people do not think it is sound, and desire to have you explain 
what you think about it. I have a hearing before me where you test! 
fied on this matter. Perhaps you would rather speak ad lib. 

Mr. Srnearrer. Where I testified 

Senator Magnuson. It is a report reg rarding the amendment, giv 
ing the views of the committee on it. 

The CHairman. It covers your thesis here. I will read it: 

The amendment would require individual income-tax reductions for single 
people with net income exceeding $8,000 and for married people with children 
having incomes in excess of $20,000. For a family of four, the tax reduction 
would amount to $754 at the $25,000 net income level, $8,588 at $50,000, and 
$621,224 at $1,000,000; these tax savings represent 11 percent, 41 percent, and 
71 percent of present tax liabilities, respectively. In total, only about 1 percent of 
all individual income-tax payers would benefit. 

The proposed amendment would reduce the 30-percent normal tax On corpo- 
ration profits to 25 percent, and would completely eliminate the 22-percent 
surtax, which applies to corporate profits above $25,000, and the excess-profits 
tax. Exclusive of excess-profits tax, the corporate tax savings would amount to 
17 percent of present taxes at the $25,000 profit level, 46 percent at $100,000, 
and 52 percent at $1,000,000. For large corporations subject to the excess 
profits tax, the tax savings could be as much as 64 percent. 

Does that explain it? 

Mr. Suearrer. No, sir, that does not explain my feeling. I hope 
it is quite plain that I am not speaking for any organization, for the 
Western Tax Council: and certainly this has nothing to do with the 
Department of Commerce. 

The CHatmrman. But it has to do with you and your views as a 
publie official. 

Mr. Suearrer. That is right. If you wish me to, I will make 
brief statement. 

The Cnamman. Thank you, sir. 

Mr. Suearrer. It has been my feeling that the minority has lost 
protection by the enactment of the sixteenth amendment in the im- 
portant matter of taxation. It is the only field where the minority 
is unprotected. It is a very important field. 

Senator Pastorr. What do you mean by “minority” 

The Cuamman. The Democratic Party. 

Senator Pasrore. You do not mean that ? 

Mr. Snearrer. I mean the minority th: at has no constitutional pro- 
tection. If you take 90 percent of a man’s income, you, to a degree, 
take some freedom from him. It is the only place where there is no 
limit on what you can say. They can say, “Take everything but 2 
percent; 1 percent.” They are taking pretty much all of it. 

Senator Pasrore. You spend money by the majority of the people 
who are elected to Congress. With a constitutional protection on 
that, it is going to be harder to change. 

Mr. Suearrer. I make the point that it is the only place where 
the minority has no constitutional protection. 

Senator Pasrorr. Has the minority any greater protection when 
you spend money? When you appropriate money for milit: ary pur 
poses, you do if by majority vote of your Congress. What protection 
has the minority in that respect ? 


/ 
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Mr. Suearrer. None whatsoever. When you are spending the peo 
ple’s money—— 

Senator Pasrorr. Isn’t it the same minority we are talking about ? 

Mr. Suvarver. Certainly, sir. If you will let me proceed, sir 

Senator Macnuson. I think, to get the record clear, Mr. Sheaffer, 
what the chairman was reading from was a report of the Joint Com- 
mittee on the Economic Report. We have a joint committee in the 
Congress on what we call the economic report. They were discussing 
the proposed amendment. I understand you were very prominent 
in one of the organizations sponsoring that; is that correct ‘ 

Mr. Suearrer. An amendment, not any specific amendment. Please 
understand me. 

Senator Magnuson. For the record, what organization was that ? 

Mr. Suearrer. I have been a director of the Western Tax Cowicil. 
I have not been active in that organization. I have not attended a 
meeting for over 2 years. 

Senator Magnuson. That was the organization they were speaking 
of. 

Mr. Snearrer. That was the organization I was associated with. 

Senator Magnuson. So the record is clear, we are reading from the 
report of February 1952, from the Joint Committee on the Economic 
Report regarding the amendment proposed by and sponsored by not 
only that organization but, I guess, several others, too. 

Mr. Suearrer. I do not think any organization represents my pel 
sonal views on this matter. 

Senator Magnuson. I wanted the record to be clear. 

Senator Coorer. Would the Senator put in the record the subject 
of that discussion’ Was it the proposed constitutional amendment ? 

Senator Magnuson. Yes. 

Senator Cooper. Taxation to 25 percent of income ? 

Senator Magnuson. Yes. 

Mr. Suearrer. | do not support, personally, any specific spot : 25 
percent, 20 percent, 50 percent, or 40 percent where a limitation should 
occur. I merely say there comes a place where the individual must 
be protected and beyond which the graduated principle ought not go. 
1 do not say that it is 25 percent. I do not put any spot on it. 

The CuarrMan. Are you a director now of this organization / 

Mr. Suearrer. No, I have resigned as a director of that organi- 
7ation, 

Senator Pasrorr. You deny it would help the rich more than it 
would help the poor ¢ 

Mr. Surarrer. Yes, sir; I will deny that. In the first place, the 
idea as expressed there, or has seemed to prevail, is that it is doing 
away with the graduated income tax or the principle of a graduated 
income tax. 

It is my personal opinion the graduated scale ought to be constitu- 
tional, that the limitation would start constitutionally on the basis 
of the low income at 5 percent and go on up, 10, 15, 20, 25, 30, and so 
on, wherever you want to stop it. 

Senator Griswoip. Did your father start this company in Fort 
Madison in 1912? 

Mr. Suearrer. Yes, sir. 

Senator Griswoip. Might I ask you how many people he employed 
when he first started this company? That is at Fort Madison, Iowa? 
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Mr. Suearrer. Yes, sir; about seven people when he first started. 

Senator Griswotp. How much money did he invest in the company 
at that.time ? 

Mr. Suearrer. The total capitalization was $35,000. He did not 
put all that in. 

Senator Griswoip, You mean, he borrowed some of it? 

Mr. Suearrer. Part of it, and he had other stockholders. 

Senator Griswoip, And during the years that company has grown 
by the reinvestment of profits back into the business, is that correct ¢ 

Mr. Suearrer. That 1s quite correct. 

Senator Griswotp. How many people do you now employ? 

Mr. Suearrer. About 2,300. 

Senator GriswoLp. About how much money is invested in the com- 
pany now ¢ 

Mr. Suearrer. I think the net worth is around $18 million. 

Senator GriswoLp. Do you feel under the present tax schedules that 
we have today that company could have grown from 1912 to 1952 in 
the way it has grown in that 40-year period ¢ 

Mr. Suearrer. No, sir. 

Senator GriswoLp. You feel it is necessary to have some limit on 
taxation in order that other small companies shall have the opportun- 
ity to grow and develop and furnish employment to 2,290 people # 

Mr. Suearrer. That is right; and so that every class of people will 
have some opportunity to save and become a capitalist. 

Senator Griswoip. You feel the people you have employed in that 
company have benefited from that company just the same as those 
who are stockholders ¢ 

Mr. Suearrer. Yes, sir. 

Senator Griswotp. You have done something to build a community, 
to build a nation, by the growth of that company ? 

Mr. Suearrer. Yes, sir. Our company just declared one of our 
profit-sharing payments to our employees of 30 percent on their last 
quarter's ear nings. 

Senator Grisworp. Based on your own experience in a 40-yea 
period, you feel it is necessary that people have some peotection---we 
will not say how the details are worked out—from high taxation so 
that. they can continue to grow and render service and furnish jobs 
to citizens ¢ 

Mr. Suearrer. Yes. Throughout the twenties, for instance, our 
company earned from $20 to as high as $100 a share. During most of 
that time the stockholder was paid $6 a share. 

Senator ScHoeprenL. The rest of that was plowed back into your 
business ¢ 

Mr. Suearrer. The rest of it, up until 1928, was put back into the 
business. Only by that means was it able to grow, and it was pretty 
tough then. 

How does the small-business man grow big when his profits do not 
stand as cash, that his profits are in many things, yet the Government 
takes nothing but cold, hard cash from him ? Your small industries, 
right now—our suppliers, some of them—are in an exceedingly diffie ult 
financial position, having made money and profits for the last 4 or 5 
or 6 years. 
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Senator ScuoerPprent. Carrying that to its ultimate conclusion, it 
means a stifling and driving out of our economic field of small 
business ? 

Mr. Suearrer. Exactly. The small business cannot grow large; 
the man of modest circumstances cannot get wealthy. And when we 
take that away from our people, we are taking away the capitalist 
system. 

Senator Pasrore. That is always a pretty argument. It would be 
a wonderful thing if we could all make profits and did not have to } pay 
any taxes at all. We would have a very ideal utopia. 

The thing that bothers me is this: If the Government needs a certain 
amount of X dollars, and this money is being collected through the 
graduated system, your plan is going to shut off some revenue from 
the Government. When you shut off this revenue, where else are you 
going to get this money when you need it? From what source are 
you going to collect it ? 

Mr. Suearrer. Any plan that is contemplated by me now provides 
also constitutionally for an increase in the rates by emergency. When 
the emergency occ urs—the C ongress declares, or the President declares 
the emergenc vy—the rates are increased, say, double for a limited time. 
That is never mentioned in any plan the people bring out. ‘They 
always put this 25 percent limit im and mention nothing about the 
fact that there is a provision for increasing the rate or the proposal is 
to provide for increasing the rate in case of an emergency. 

But I think in the case of an emergency there is a maximum beyond 
which you cannot go economically for the welfare of the individual o1 
for the welfare of the country if you are to maintain a capitalist system. 

Senator Monroney. Don’t you think the Congress underst: ands that ? 

Mr. Suearrer. Well, I don’t think the Congresses in recent years 
have been able to resist it; 1 will put it that way. 

Senator Monroney. Don’t you think there has been an emer geney 1 
recent vears ¢ 

Mr. SuraFrer. Yes, sir. 

Senator Monronry. Wouldn’t you raise the tax for the Second 
World War and the cold war ¢ 

Mr. SHEAFFER. Yes, sir. 

Senator Monroney. We find this $265 billion debt ; we find prospects 
of an unbalanced budget; and we must try to keep the capitalistic 
system on an even keel because that would destroy that system 4 

Mr. Suearrer. Yes; and this will destroy it if you ¢ ontinue to tax all 
the savings in the brackets that you are now taxing and on the basis 
of this emergency. 

Senator Monroney. I thought you said you would waive the 25 per- 
cent limitation in the event of an emergency ¢ 

Senator Pasrorr. No. He would doub le the rates that are prevailing 
on the graduated scale, but you would—— 

Mr. Suerarrer. No, sir. You would double the maximum. You 
would double wherever you set the maximum or increase it, say, 50 
percent. Iam not setting the percentages nor am I setting the amounts 
of the constitutional provision for increase. 

Senator Magnuson. This was a specific amendment that was before 
the legislatures of the various States. The organization you belong 
to, as well as some others, sponsored this specific amendment. Several 
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States have passed the amendment. Seven States have passed it and 
then turned around and took another look and rescinded it. 

Senator Griswoip. Let us read the amendment. 

Senator Magnuson. Itisalong one. 

Senator Griswoip. Doesn’t it have a saving clause in time of emer- 
gency ¢ 

Senator Magnuson. Yes, but as the Senator from Rhode Island 
points out, as 1 recall it, to increase under the same graduated scale. 
This committee said: 

It is estimated that the proposed amendment would reduce Federal tax 
revenues by over $16 billion, or more than—— 

Mr. SuraFrer. What is that ? 

Senator MaGnuson (reading) : 

Reductions in corporate taxes would account for $14 billion; individual income 
tax liabilities would decline about $2 billion and estate and gift taxes by more than 
$100 million. 

I did not attend the hearings, but I think this is a very complete 
report. It is from the Select Committee on Small Business and the 
Joint Committee on the Economic Report. 

Senator Griswoip. Mr. Sheaffer, your duties in the Department of 
Commerce will have nothing to do with the tax policies of the Nation 

Mr. Sunearrer. No,sir:thisisa personal matter. 

Senator Griswoip. What will your duties be there / 

The Cuairman. This manual of orders will answer it, sir. It will 
be inserted in the record at this point. 

(The material referred to is as follows :) 


UNITED STATES OF AMERICA 
DEPARTMENT OF COMMERCE 
Department Order No. 133 
MANUAL OF ORDERS—PArtT 1 
[Date of issuance, August 7, 1951 Effective date, August 7, 1051] 


Subject : Assistant Secretary of Commerce for Domestic Affairs. 
Section 1. Purpose 


01 The purpose of this order is to describe the functions of the Assistant 
Secretary of Commerce for Domestic Affairs. 


Section 2. Administrative designation 


01 Pursuant to the authority vested in the Secretary of Commerce, the As 
sistant Secretary of Commerce, appointed pursuant to the act of May 20, 1926, 
as amended by Reorganization Plan No. 4 of 1939, is hereby designated as the 
Assistant Secretary of Commerce for Domestic Affairs and is authorized and 
directed to perform the duties set forth in this order and such other duties as 
may hereafter be delegated or assigned by the Secretary of Commerce. 


Section 8. Authority and responsibility of the Assistant Secretary of Commerce 
for Domestic Affairs 
Ol The Assistant Secretary of Commerce for Domestic Affairs shall serve 
as the principal adviser to the Secretary of Commerce on all domestic matters 
and shall exercise direction over all programs and activities of the Department 
involving domestic affairs. 
02. More specifically, the Assistant Secretary of Commerce for Domestic 
Affairs shall 
1. Provide leadership and policy guidance over all activities in the De 
partment relating to domestic affairs ; 
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2. Recommend to the Secretary policies and programs for coordinated 
Government action within the responsibility of the Department with a 
view to maintaining a vigorous and expanding business system ; 

3. Make recommendations to the Sccretary on national economic policies ; 

1. Develop effective cooperation with business and advise with business 
on the Government’s objectives and methods: 

». Provide for the development and coordination of all activities relating 
to the mobilization functions and responsibilities of the Department and 
its constituent units: and 

6. Ascertain the needs of and develop plans and programs for fostering 
small business 

03 The Assistant Secretary of Commerce for Domestic Affairs shall review 
With the Under Secretary for Transportation and advise him on the Depart 
ment's domestic transportation activities 

04 The Assistant Secretary of Commerce for Domestic Affairs shall be the 
focal point within the Department for handling Congressional relations, and 
shall be the principal adviser to the Secretary on such matters 

O05 The Assistant Secretary of Commerce for Domestic Affairs shall exercise 
immediate supervision over the Office of Technical Services, the Industry Evalu 
ation Board, the Office of Industry and Comimerce, and the Office of Business 
Kconomics 

(4; The Assistant Secretary of Commerce for Domestic Affairs shall serve 
is alternate to the Secretary on 

1. The National Munitions Control Board; 

2. The National Security Resources Board; and 

3. The National Housing Council 

und shall represent the Department on the Air Coordinating Committee and 
the National Advisory Committee for Aeronautics 


Section j Effect on other orders 
O1 This order supersedes Department Order No. 79 of July 25, 1947. Any 
other orders or parts of orders the provisions of which are inconsistent or in 


conflict with the provisions of this order are hereby amended or superseded 
accordingly 


N tion o. Effeet e date 


01 This order is effective August 7, 1951 
CHARLES SAWYER, 
Secretary of Commerce 

Senator Coorer. I do not think there should be such excessive taxa 
tion as would cripple the capitalistic system. Second, we should not 
excuse that excessive taxation by unwarranted expenditure. What I 
think, perhaps, 1s in question is this, in which two things come to my 
mind: Such a system as would place a constitutional limit on taxes 
could lead to indirect taxes. to excise taxes, or even to sales taxes. I 
think people wonder if the proponents of this constitutional limit 
have that in mind. That is one question that I propound to you. 

The second is: I think a great many people believe that such a 
constitutional amendment would take away from the Congress its 
discretionary powers and the flexibility of a tax system. They wonder 
as to the judgment of people who propose those amendments, not 
deny ing their objectives, but it raises some question even though you 
would not be engaged in the particular field that would require your 
type of reasoning and judgment upon this issue. 

I would like your views on those two things. 

Mr. Suearrer. I would like to say Iam on the record with the West- 
ern Tax Council of not supporting a particular percentage that ought 
to be left fora later determination. 

Secondly, any limitation must be a graduated limitation; that it 
must give the low incomes the protection. 
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It is a large subjec t. There is much to be said for the application 
of the law of diminishing returns to these very high brackets, and that 
a tax levied in the maximum of each place does not bring maximum 
return. The main objective is to allow in each bracket, in my opinion, 
some extra for risk capital, for incentive, to allow for personal Say ings. 

I would ihe to suggest, too, that if these maximums are placed and 
set by Congress at any reasonable figure in the various brackets, from 
the low income ato percent on up, they are setata fivure that is almost 
beyond what you would contemplate as fair, I think the economy can 
settle on some limitation, on the basis of such limitation. 

But where it graduates i to infinity, up to 100 percent, and can 
continue to by congressional a act, whe re the oT: adu: ition is as steep and 
fast as it is now, where one man moves from the low brackets to an- 
other bracket and makes very little by it, that I think is the damaging 
feature. 

I do not believe that this economy has suffered at the present time 
the results that will come later from the steep taxation that we are 
experiencing. We are at the present time going on our momentum. 
You are vyoing on the ente rpr ise of men that have been raised on the 


basis of Improvement and progress. Those men cannot have that 
habit taken away from them. But if the next generation coming 
along is exposed to this s ame type of taxation, where the values are not 


there for enterprise, for their doing a fine job, an expert job, and if 
they cannot in plain words “get rich,” ae much damage is to be done? 
I think it is immeasurable. 

I believe in the final analysis you can provide constitutionally for 
emergency provisions but that you can put a limitation, a top limita- 
tion and a graduated limitation on congressional taxation of the indi- 
vidual, vet all the money that is needed but prevent complete confis- 
cation. You border on confi cation nieht how. 

Senator MaGnuson. You may not have been in complete harmony 
with the Weste rm Tax Council, but they are one of the prime sup- 
porters of a specific amendment, and which has been, I must say, 
passed by 04 States. It does not take many more. 

Mr. Sirearrer. Senator Magnuson, if I am for a principle, and 
knowing that the congressional decision on this w ill be the determining 
factor, that it will be decided by Congress as the basis upon which it 
will eventually be submitted, if at all, I do not go out and serap an 
organization that is dealing on principle, that I believe in, even 
though I disagree with their detail. 

Senator Pasrore. But you did not put it in your biography ? 

Senator GRISWOLD. Perhaps that is beenuse he did not Fully agree 
with them. 

Senator Pastore. I would like to ask him. 

Mr. Suearrer. Iam honest about it. I have not attended a meeting 
for 2 years. I should have put it in my biography. I forgot it com- 
pletely. That is an honest statement. Il believe in the prine ple, 
gener ally. 

Senator Pasrorr. I would like to go back to the questions asked by 
Senator Cooper. Won’t this ultimately lead to the philosophy of 


plucking the first voose that comes along, when vou put the ceiling 
on the amount of your graduated formula? If you need money, in 


a 


the case of an emergency, won't it actually develop that we will have 
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to otnel yn? ( t tax O ind that most people that t 


t think this will lead to It. But if it does, 
uld. the men in the lower brackets, 1n all instances, will have 


] | h3 . 
e opportunity to aecide whether they want to buy omething o1 


nev and not have it taken aw \ from then before they have 
ppo it? to ae cle 
Senat VIAGNI :. But in this amendment, Mr. Sheaffer, only 
{ it ip} li to the people in the lower bracket 
\I SHEAI r. Senator Magnuson, I would like to go back and say 
| re persol bseribe to that exact amendment, but I 
the pi 1) fa limitation, constitutional limitation, and 
| CiatmmMan. Mr. Sheaffer, as you have considered this tax 
\ i { ed tl matter. ive vou advocated sales 
ohe eritance taxes 4 
Mr. Suparrer. No: I have not advocated any replacement tax, 


Tobey. 
o itor Hunr. Would you mind telling the committee what year 
ur company had its oreatest profits, if you happen to remembe 


Mr. Suearrer. Total dollar volume? 

Senator Hunr. Yes. 

Mr. Suparrer. The year before last. The greatest percentage of 
d have been back in the twenties 

Senator Hunr. Do you remember what year you plowed back into 


company the oreatest 1 umibe l of dollaa 


Mr. SHEAFFER. I do not know. I will not be able to tel] vou. Qn 


of dollars, irrespective of business done, it would probably be 
l veal If on the bas sof bu ne do e and o1 tive ba of 
! Vy ce pul Ol W t | ti) twentle 
; hy I see from the dut ere which you will un 
ent the Department on problems dealing or having to 
th porta Would vou eare to tell i very few 
! ive com it to make on what vou think of our 
Ol 1 | ( mpe#lilive , ( | Ve 
\ { snot in} lepartment I t { 
{ rer ( | ! Pra Dol de 
S | ( 1’ oO Ve ( 1 ft oT 1 
H i mae! vou ¢ 
] I I No. ( 3 not. 
‘ tor | It states here 
eres r Domestie Affairs shall revie with 
} ad ( ] [) *s 
l ( bre quest What I w inted to develop vw if 
Cale Ol ould lik CO make \ h reference to ul 
1¢ ent Oo ohnWwayv sy l i | tl Ines of t | il 1c Wy 
l ir tax rel ( for railroad f ve 
iH. whieh pi v vou have not 


Mr. Suearrer. No, sir. I have not. That comes under Mr. Mur 


ee 
Under Secretary for Transportation. I actually have not 
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Senator Hunr. Another of vour duties will be congressional reta 
tions. Just what de vou assume that will cover, Mi athe iffer : 

Mr. Srearrer. | hope it will cover, Senator, a close, fair, cand 
and courteous treatment between the Department and the Congress. 
Senator Hunt. I assume you would be, in a way, a public-relation 
counsel to the De} artment of Commerce with reference to the Col 


eress. That will probably cover the work in a broad way 


Mr. SHEAFFER. The legal cou el Ssuppost to handle leaislat ve 
liaison. But I hope in matters of domesti policy, commercewise, to 
work verv closely. and polievwise, with the Senate and the House. 


Senator Hunt. Under this assignment of duties, I assume you will 


probably have a great deal of contact with tl ommittee, 

Mr. SuHearrer. Yes, sir 

Senator Hunr. Would you care to make any statement on national 
housing’ That is another assignment to your particular oflice 

The Assistant Secretary of Commerce for Domes \fflairs sha serve as 
aiternate to the Secretary on there are several be a e National H 


Council 


What do you think of ou l} 
Mr. Suearrer. I would like to say I have not had any opportunity 


to study it. I have been here only a few days 1 ft nk I was Secre 
tary Weeks’ last appointme Le I just have not formulated a y opn 
1ONnS. 


Senator Thy nT. This is one matter you may have 


olven greater con 
sideration to throughout your business experience. I assume from 
this assignment of duties some counsel and probably some advice a 


recol :mendations from vou will be necessary on the question of ou 
present law on reciprocal trade. Do you want to make any comments 


on that ¢ he President, in his message the other day, and from the 


platform, has stated that he favors a continuation of om reciproca 
trade laws. Do you have any views on that t you want to express ? 
Mr. Suearrer. I can, if you desire. 
Senator unr. I think it would be | pti Il, ff ise the people 
mv state are very much interested In reciprocal trade, certain ite 


we produce out there. 


Vir. Sirearrer. Here again this results fre no discussion whatever 
with the Secretary certainty dor not epr t tive Dep rty 
pol L have the fir convict that we t ncourag \ | 

OUL il] ter) { ! On ¢ { | r'é ron ] j 
treat have a very ce te place of val ( thi e 4 
offer this market to others over t world, very valuable mat 
in this country, without considering, fo1 e. Ou g 
of living and our higher labor rates. 

| do not tl lik We shou qd in any V ¢ rorelg 1Yh pe { ( 
manufactured products. But I do believe that the domestic 1 
facturer—I will change that—that the importer, the foreion ma 
turer, must be placed on an honestly competitive ba with the domes 
tic manufacturer. 

That would mean that we not assun that we are to allow him aut 
matically the inherent advantage of | ) labor rate . that there 
must be some equ lization if we are to? nt n our standards. there 


t il 
must be some equalization prov ision,. tal iffw ise, that makes the Tore 


competitor truly competitive, that brings honest international cor 
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petition but that does not, by chance, present him with a market by 
reason of the difference in our standards of living. 

Senator Hunv. Foreign countries are at the present time, by ma 
Ipulation of curren \ and duty Wise, placing some ot the produc tion 
in the United States at a tremendous disadvantage. The Secretary 
of Commerce has the authority when such situations prevail to, by 
Executive order, increase the tariff on certain Imports. I am think- 
Ing at the present time of wool. We have been trying for 18 months 
to get the Secretary of Commerce to do something about it. He has 
the authority. We have been unable to get the Tariff Commission 
to Tunet on. I do hope In your capac ity you will give very careful 
attention to matters of that kind and not let any of our domestic pro 
duction suffer as the wool produc ers are suffering today. 

Mr. Surarrer. Thank you, Senator. I hope our Department will 
represent the interests of business as well as the other parts of the 


economy mM order to have a fair treatment of that Important matter 
if tariffs. 
| see no objection, and | cl » not believe anybody else qaoes, to fair 


nternational competition. 

Senator Griswoup. Don’t you feel that considering our modern in- 

ustrial system ol assembly lines, that actually our labor costs are 
most cases lower than any of those in the world? I mean, a labor 


ne man he re with modern machinery produces more, Ile Hla be 
ud more per person so that the unit cost. in this country is probably 
ower than it 1s In most place in the world. That S the fair Way 

igure your labor cost, is it not 

Mir. SHEAFFER. In some instances that is true. 

Senator Griswoup. It is not always true. I understand that. 

“on Suearrer. Technologically, there are a number of spots where 


» behind burepi an competition. 

Senator GriswoLp,. But it is a big problem. You realize that Sen- 
ator Schoeppel and I have some surplus wheat that we want to see 
exported from our States. We want to get a good price for that, 
and we do not want to give it away. 

Mr. Suearrer. | understand that. Incidentally, this country’s de- 
mand for other raw materials, metals particularly, will rapidly in- 
crease if our economy proceeds On the basis ot all sc ie ntifie Con Iputi i- 
tions to the place where there will be a rather wr dollar posi- 
tion on the part of other countries in vears not too far ahead. 

Senator Griswoip, Could I - lore your economic views a minute? 


Fundamentally, on this whole tax business. vou feel it is necessary 
for Congress, just as much as possible, to limit expenditures and bi ing 
ibout reductions ! taxes as quickly as possible / 


Mr. SuHearFer. I do, sir. 

Senator Griswoip. You know, there are so many attorneys around 
here we businessmen have to stick together. But haven’t you seen 
in business, with the tremendously high tax rate, a tendency toward 
just wasting money, just throwing money away because, “Oh, well, 
Uncle Sam is paying 82 percent or 52 percent, so why economize ? 
Why try to save?” Fundamentally, don’t you think that is very bad 
fol the economy of the country / 

Mr. Surarrer. I do, Senator. 

Senator Griswoup. That also is one thing that is teae hing this next 
generation you are speaking of, giving them false ideas on how to 
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operate a business and how to build this Nation, because they see 
today a tendency to waste money because the tax schedule provides 
that Uncle Sam is really paying for a lot of waste / 

Mr. SHEeaFrrer. | quite agree. That was most a = parent during the 
war. It is bound to be oo on close eXamination now, that the 
Government pal id | high prices and it was 1m pe ssible to resist waste In 
all echelons of management aia the Government was paying the bill 
to sucha large extent. 

Senator Pasrore. You think a constitutional amendment limiting 
the ceiling as to the graduating formula will prevent all this human 
frailty ? 

Mr. Suearrer. I think it will leave a material reward that will 
very much help to prevent it. 

Senator Monroney. As an individual businessman, no one in the 
world has a right to question your views or what you stand for in tax 
policy or anything else. Of course, it is not our intent to do that. but 
as you assume a position of great importance in the Government, as 
you would understand this pa we do wonder if there would be 
anything in the concept that you have advocated on this 25-percent 
limit: ation that would shift ae burden of taxation from those best 
able to pay in the larger and higher brackets of corporate structure 
to small business. 

We are very much concerned in this committee on the promotion 
of small business so that we will have more important units which 
will grow just like the Sheatfer Pen Co. has grown. Do you see any 
thing in this 25- percent limitation that would thrust an undue burden 
on the small business, I mean, the one-, two-, or five-man enterprise 
that hopes sometime to become as important as the giants of our 
industry ¢ 

Mr. Siearrer. Senator, I think just the opposite. That is the 
basis of my personal proposal. I think it will olve them a chance to 
grow again that they do not have now. I would like to say again 
that all this discussion and these ideas of mine do not represent what 
i may stand for as an Assistant Secretary of the Department of 
Commerce. 

I rather feel it is too bad that I start out having to express personal 
views that I would rather be more deliberate about. 

The Cnamman. You are not behind the 8-ball at all. s 

Senator Magnuson. In other words, you do not want us to impugi 
any guilt by association in this case at all? 

Mr. Surarrer. Well, I would not put it that way, either, because 
I am not disavowing a principle in any sense of the word. 

Senator Griswoip. My distinguished colleague, Senator Monroney, 
yesterday or the day before was talking about how the banks are 
creating problems in the cattle industry because of falling prices, 
that they are calling some loans. 

Well, I have spent all mv life in a eattle country and I rather think 
if the banks had been pe srmitted to kee p some of the profits during the 
recent years they would not be in the positiol 1 that they are 

Senator Macnuson. The banks keep the profits. They have been 
making more profits. 

Senator Griswoip. When they are taxed 52 and &2 percent on every 
thing they make, I cannot say they are keeping most of it. 
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Nel Lol \I NRONEY. Lhe Dak cit I Clie ones, Ihe 
t il el 
, } oa 1 } 1 75 ie oe 
Senator Griswoip. If they had been enabled to build up their cap 


vithout paying the 52 and 82 percent tax, an examiner would 
use t many trouble. 

Senator Monroney. The examiner causes them trouble o1 any note 
Chat ao ot have equity beh dl it. 

Senator Griswoip. If they have the profits, they can just charge off 

me orthe notes al dthev will have no more trouble with the examiner. 


senator SCHOEPPEL. Mr. Sheaffer, I want to say quite andidly 
l. [ think your association with this group, your thoughtful 
udy. vour suggestions here, your position here, in my judgment, 
Inv pos nt t to see men like you in this important 
pot 
Mr. Suearrer. Thank you. 
Senator Scuorrrer. A man who will bring before the Congress of 
United States in th | epartment, as your Department will have 
to do before this committee and the Cor oress of the United States, 
well-rounded-out and balanced viewpoint, some convictions and 
iudements on some of these things, is going to be wholesome, in 
book 
[ have five specifi tances which happened last fall in my own 


) 


state on the subject ot small business that STi irted_ W th 3 or 5 em- 
] 


plovees and now have orown to ZOO, Bd0, 285, : and 175 )» emp loyees, bid 
Ol Gove hnment contracts and Pot them, delivered sal made per form 
es, meeting all the conditions, requirements, and specific itions, and 
ow find themselves wonder na: about their future in this tax situation 
vou have mentioned, savin ac andi dly to some of us, “We cannot con- 
tinue; we cannot emp loy he peop le: we cannot plow back into these 
businesses money and continue to grow,” that this kind of situation, 
if carried on, is going to permit the big corporations that have here 
tofore grown and become oreat to monopolize the field. 

As far as my views are concerned, your views are salutary and, 
my books, sanitary as well. Thank you for the courage to come - 
here and back them. 

You have clarified in my judgment what your position is on that 
report. You have your own views. You are putting your finger on 
something that this Congress and your agency and the executive 
branch of this Government will have to handle down the line, to meet 
it in some kind of realistic fashion in the days ahead, 

Senator Monroney. The thing I cannot understand, though, is 
when you set a top limit of 25 percent to protect small business, if you 
are not giving the lion’s share of the relief to your giant corporations. 
It isa little amount for small business, but it is a huge amount of tax 
revenue which comes off these corporations, which the distinguished 
Senator from Kansas has mentioned are already in a position to 
monopolize the business spectrum. 

Mr. Suearrer. You revert always to the 25 percent and ignore the 
provision for emergency increase, whether it is 25, 35, or 40. 

Senator Monroney. Would you favor then a graduated corporation 
income tax so that smaller businesses would carry less weight than 
(reneral Motors, United States Steel, and the huge giants of our 
economy’ I am trying to determine what we can do to help small 
business. You will be in a very key spot because that will be largely 
vour jurisdiction. 
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Mr. Suearrer. Yes, and I have been a small-business man. I have 
grown with our company. 

The Cuairman. Do you know Merwin Hart? 

Mr. Suearrer. I know of him, sir. 

The Cuatrman. He is not an associate of yours, anyway ¢ 

Mr. Suearrer. No, sir. 

The Cuamman. What is he, a publicist ? 

Mr. Surarrer. He is connected with some association now. I do 
not know what. I should know, but I actually do not. I have seen 
his name on literature that I have received. 

The Cramman. Can anybody tell us what Merwin Hart’s associa- 
tion is? Can anybody in the room help us out? Do any of you re 
porters know ¢ Do: any of the men at the press ti able know that ? 

Mr. JArrerr. Isn’t it the Committee for Constitutional Govern 
ment ¢ 

The Catan, I think it is. Do vou know that committee? 

Mr. Suearrer. Yes, sir. 

The Cuarrman,. Do you know Gerald L. K. Smith ¢ 

Mr. Suearrer. No, sir. 

The CHamrMan. Are there any questions ¢ 

Senator Cooper. I noticed in this statement of duties to which you 
are nominated, section 3, subsection 6 of the duties is, “Ascertain the 
needs of and develop plans and programs for fostering small 
business.” 

Would you consider in that responsibility you would continue to 
foster and advocate to aid small ee or aid business, the adoption 
of this constitutional amendment as a part of your duties? 

Mr. Surarrer. If it would not aid small business, and if it can be 
proven that it will not, I would be against it. 

Senator Coorer. I am not arguing the merits of the question. I am 
asking you if, in the discharge of your duties, you would consider that 
to aid small business you ought to continue to advocate in the De »part- 
ment the adoption of this constitutional amendment ? 

Mr. Suearrer. I do not think this has any place of advocacy, any 
specific legislation in the Department of Commerce. 

Senator Coorer. We got into a discussion of international trade. 
I do not want to argue that, particularly, except to say this: It seems 
to me that everybody advocates its expansion, but when you get down 
to taking the steps which bring about expansion, there are always 
reasons which prevent it. I even thought I heard that in the message 
we had the other day. Do you think we can have an expansion of 
international trade without at least any temporary adjustments of 
some businesses in this country? In other words, if every business 
is to be protected in the status quo, do you consider it possible 

Mr. Sirzarrer. I do not think every business should be protected 
in its status quo. I think unquestion: ably there are businesses in this 
country which need competition; many industries that need competi- 
tion. I would like to say I do not think we ought to place ourselves 
in the position of ignoring completely the fact that we are techno- 
logically advanced above others in many fields and that that will 
remain indefinitely. 

If your tariffs or your whole export and import problem is main- 
tained on an individual industry basis, and carefully, than can become 
adjusted. But if we say that because we are technologically advanced 
now in an industry and therefore we can equalize that against a very 
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( rate overseas, il d we know that they are cone to advance 
r technology, there will come a time w hen their wage rates may 


t equal ours, but their technological progress will be as great or 
t true that. though we wish to encourage international compe 
tition, if carried to its logical conclusion we cannot divide this market 
th the rest of the world and maintain our mass production 
lu ries ¢ 
CirarRMAN. Isn't it axiomatic that these other nations cannot 
ty G1 : ve buy our goods from them ? 
\I Sil FI I think ought to. Senator Tobey. 
( C | 


| . 
Mr. Suearrer. I think there again a product at a price, if it is bet 


ter, and there are some instances on the basis of what I propose, finer 
roducts will come in from Western Europe now at lower prices than 
ours because we are behind technologically at the present time. But 


fair international competition, we can stand it. 
» itor Hr NT. Would " VOU say th re is ho place where you can 
a sharp and fast line as between where we should apply our 
riffs and where we should not ? In almost every case it depen ls on 
ndividual product and our cost of production as compared with 
ind our ability to produce as compared with theirs? 
Mr. Suearrer. It is a very detailed subject and, as you say, has to be 
handled by industry and product. 
senator Ht NT. May | ask you one more question ¢ Mr. Sheaffer, 
vou graduated, I think, from small business into what might be termed 
big business. Where would you say the line of demarcation exists 
between small business and big business? Would it depend on volume 
of business done or the number of employees; would it depend on 
profits; just how would you classify small business? Where does it 
op and where does big business begin ? 
Mr. Suearrer. Senator, I don’t know. They have had a line of 500 


‘ iployees or bigger. But. as “big” goes in these times and in this 
yintrv—for instance, our company’s total volume has been $25 mil 
lion. That is small business. That isn’t big business in comparison 


with hundreds of other businesses far larger. 

Senator Hunr. It is big business in the making of fountain pens, 
isn’t it, though 7 

Mr. Suearrer. We hope so. We havea fine plant, fine organization. 

Phe CHarrmMan. Are there any questions? If not, we want to thank 

you for your kindness. These points were raised and I thought in all 
fairness to you and in our consideration we should bring them forth. 
I want you to understand we meant all courtesy. 

Mr. Suearrer. You were very courteous. I ask your aid and help 

the times when I need it. When I ask for it, I hope you will 
nderstand I mean it ina friendly and courteous fashion. 

The Cuatrman. I would like to say we feel, and want you to feel, we 
ire tting here from how onas a part of Government, and you will 
e a part unquestionably of Government. 

When you have questions, feel free to come to us any time. Raise 
y Cl ticism you have. We have a Common purpose 150 million 
people across the country. We are trustees for them, and so are you. 

(Whereupon, at 11:15 a. m., the committee went into executive 


Se On. ) 











